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SUBJECT: ICELAND IMPOSES SPECIAL CHARGE ON IMPORTS TO REDUCE 
BUDGET DEFICIT 

1. SUMMARY. FACED WITH MOUNTING BUDGETARY DIFFICULTIES, GOI 
ANNOUNCED YESTERDAY IMPOSITION OF SPECIAL CHARGES OF 12 PER 
CENT ON CERTAIN IMPORTS AND LOCAL GOODS. DETAILS WILL FOLLOW BY 
AIRGRAM. END SUMMARY. 
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2. ICELAND FACES UNFINANCED TREASURY DEFICIT OF 3.8 BILLION IKR 
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(ABOUT $25 MILLION) FOR 1975. HAS MADE GALLANT EFFORT IN RECENT 
DAYS, PRODUCING ABOUT 2 BILLION IKR IN BUDGET CUTS BOTH IN 
OPERATING EXPENSES AND IN CAPITAL ACCOUNT. PROJECTS CUT INCLUDE 
SCHOOLS, HOSPITALS, AIRPORTS, ETC. AND IF THE PROPOSED CUTS DO 
NOT FALL VICTIM TO POLITICAL PRESSURES, THIS ACTION REPRESENTS 
MAJOR EFFORT BY GOI TO STRAIGHTEN OUT ECONOMY. SERIOUS CONCERN OF 
THE MOMENT IS EFFECT OF BUDGET CUT ON EMPLOYMENT PICTURE. 
UNEMPLOYMENT PRESENTLY ABOUT 1 PER CENT, SIGNIFICANT BY 
ICELANDIC STANDARDS. 

3. IN ORDER TO ELIMINATE REMAINING 1.8 BILLION IKR DEFICIT, 

GOI APPROVED PROVISIONAL LAW IMPOSING TILL THE END OF THE YEAR 
A 12 PER CENT "EXCISE CHARGE" ON CERTAIN LOCAL AND IMPORTED GOODS. 
CHARGE APPLIES TO 40 PER CENT OF IMPORTED ITEMS. 

4. COMMENT. COMMERCE OFFICIAL TOLD EMBOFF THAT GOI HAD BEEN IN 
TOUCH WITH EFTA AND GATT SECRETARIATS AND BELIEVED THAT "EXCISE 
CHARGE" WOULD BE ALLOWED. THEY CAREFULLY AVOID IDENTIFYING 
CHARGE AS IMPORT SURCHARGE NOTING THAT IT ONLY APPLIES TO SOME 
IMPORTS AND TO CERTAIN LOCALLY PRODUCED GOODS. WHILE ICELAND 
ANTICIPATES A $75 MILLION TRADE DIFICIT, "EXCISE CHARGE" WAS 
SPECIFIED AS REVENUE EARNER TO COVER TREASURY DEFICIT. PRIME 
MINISTER IN CONVERSATION WITH AMBASSADOR THIS MORNING TOLD HIM 
THIS WAS ANOTHER UNPOPULAR MEASURE CIRCUMSTANCES MADE GOI TAKE 
WHICH WILL NOT HELP HIM POLITICALLY. 

IRVING 
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